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BABIES AND MARKETS Where the Extra $7.5 Billion in 


Some 4 million babies will be born in 1962 and their appearance should the 1962 Federal Budget Will Go 
bring encouragement to the business community for they constitute an acelin se 
important new market. Here’s what economists estimate they will 

consume during their lifetime: 1 billion pairs of shoes; 25 billion pounds 

of beef; 63 million suits and dresses; 11 million new cars; 91 billion 

gallons of gas; 6.5 million refrigerators; 1 million new houses; 200 mil- 

lion tons of steel; 65 million tons of paper; 50 billion quarts of milk. 


FEDERAL BUDGET 


Budgeted Federal Government expenditures for fiscal year ending June 
30, 1962 are $89 billion. Anticipated receipts of $82.1 billion suggests 
a deficit $6.9 billion. Compared to fiscal 1961, receipts are expected 
to be $4.5 billion higher and expenditures $7.5 billion higher. 


National security will account for $3.7 billion of the added expenditures, 
agriculture for $1.2 billion, welfare $0.7 billion, the space program $0.6 
billion, $0.5 billion for commerce and housing and a like amount for 
international affairs, and $0.3 billion for other programs. 


SCHOOL ENROLLMENT 


School enrollment in 1961-62 will reach a new all-time high of 49.3 mil- 

lion in 50 states and District of Columbia according to estimates of 

U.S. Office of Education. This is an increase of 1.4 million over en- SCHOOL ENROLLMENT BY LEVEL 
rollment of 47.9 million in public and private schools during 1960-61 ah he 

school year. 


Elementary and secondary schools are expected to have 45.0 million SESH caer « cotineton of doe de ca 
pupils enrolled this year, 1.1 million or 2.5% more than were enrolled —lohe 
last year. An estimated 1,684,000 classroom teachers will be needed by ————— 


LOW assumes a decline in the 1955-57 try 
public and private elementary and secondary schools, 2.9% more than Se ee eee, 
1,636,000 employed in 1960-61. In institutions of higher education, 
an enrollment of 4.3 million is anticipated, 300,000 or 7.5% more than 
were enrolled last year. 


School enrollment in 1980 is likely to be one-third to two-thirds above 

46 million enrolled in 1959-60 school year. A recent study by Bureau 

of Census made several projections which reflected different assump- 

tions about future trends. On basis of this study, it may be concluded 

that at least 62 million and probably no more than 75 million will be 
® enrolled in schools in 1980. 


EMPLOYMENT 


Total employment rose by 800,000 to 67.8 million in October. The in- 
crease was better than seasonal largely because of pickup in agricultural 
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employment following harvesting delays occasioned by bad weather in 
September. 


Non-farm payroll employment since recession low in February, has in- _ 
creased by 2.7 million. Non-farm employment seasonally adjusted in » 
October was back to its pre-recession level of May 1960. Increase in 
employment has occurred in trade, government, finance, and other 
services. Little gain in employment in last few months has been re- 
ported in manufacturing, mining, and construction. 


Unemployment fell seasonably in October, but seasonally adjusted unem- 
ployment rate remained unchanged at 6.8% of labor force. 


CONSUMER FINANCIAL BEHAVIOR 


Indexes of consumer financial behavior for 3rd quarter 1961 showed 
consumers to be in an improved income position, increasing their 


expenditures moderately, continuing high level of saving and paying 
off debt. 


Index for personal income in 3rd quarter 1961 was at all-time high of 
115.2 (15.2% above 1957-59 average), up from ‘113.2 in 2nd quarter. 
Index for personal taxes at 120.4 was also at all-time high, up from 
117.9 in 2nd quarter. 


Personal savings index at 112.1% of 1957-59 average was up from 107.5 
in 2nd quarter. Disposable personal income at 114.5 was up from 112.6 
in 2nd quarter. 


Index of expenditures on durable goods increased slightly to 104.7 from _ 
104.0 in 2nd quarter. Drop in expenditures for purchase of automobiles a 
during model changeover period beginning late in August and continu- 
ing through September was more than offset by rise in expenditures for 
furniture and appliances. 


Nondurable goods index at 109.8% of 1957-59 average, up from 108.4 in 
2nd quarter, showed greatest gains in over a year. About half this 
increase was accounted for by expenditures on clothing. Steady growth 
in expenditures for services continued, moving that index from 121.8 in 
2nd quarter to 124.0 in 3rd quarter. 


Instalment credit extended index in 3rd quarter 1961 continued, as in 
previous four quarters, below index of instalment credit repaid, although 
extension index at 109.3 was up slightly from 108.8 in 2nd quarter. 


Index for repayments of instalment credit in 3rd quarter 1961 was at 
117.3 showing increase from 115.7 for 2nd quarter. 


PERSONAL INCOME 


Personal income in October was at seasonally adjusted annual rate of 
$425.0 billion, $3.9 billion higher than in September. Following 
monthly gains of $1 billion or less since midyear, October advance is in 
line with large gains made during early months of recovery. Rise from 
September to October centered in wage and salary disbursements, which 
accounted for nearly $3 billion of over-all advance. 


Manufacturing wages and salaries were up $1.2 billion. Increased hourly © 
earnings provided main impetus to rise, but both employment and hours 
worked advanced significantly. About two-thirds of gain in factory 











payrolls occurred in durable goods industries, with major part—$0.5 
billion—coming from automotive production. 


Outside of manufacturing, payroll increases were general. Construction, 
transportation, services, and trade all moved ahead moderately. Govern- 
ment payrolls expanded by $0.5 billion, reflecting the build-up in mili- 
tary personnel and growth in state and local government activities. 


Government transfer payments edged up again in October mainly be- 
cause of increases in old-age and survivors’ insurance benefits. 


REAL INCOME IS UP 


In past year, most workers have been able to better their lot. This is ma- 
jor finding of study covering August 1960 to August 1961. Average 
factory worker took home $3.03 more in cash and, after adjustment for 
price increases, still was $2.08 a week better off. Increase in “real” 
wages was spread widely over most salaried and hourly-paid industrial 
workers . . . also teachers and government employees. 


BUSINESS ACTIVITY 


Business recovery gained momentum in October after pause in early 
autumn. Balance of 1961 holds promise of continued vigorous improve- 
ment in business conditions. 


Industrial production returned in October to seasonally adjusted high 
of 113% of 1957 level, reached in August 1961. Most industry groups 
shared in upturn though increased auto production predominated, ac- 
counting for half of total monthly increase. 


Manufacturers’ new orders of durable goods, according to preliminary 
estimates from Department of Commerce, approximated $15.9 billion 
in October after climbing steadily from 1961 low of $12.9 billion in 
January. 


Estimated retail sales increased by a seasonally adjusted annual rate of 
$5.4 billion in October to show greatest increase since April 1960. 
Retail sales have been spotty all year. In March when first 1961 special 
dividend at annual rate of $1.8 billion was paid to veterans holding U.S. 
Government life insurance policies, retail sales increased by seasonally 
adjusted annual rate of $4 billion. However, in July when second 
special dividend at annual rate of $2.6 billion was paid, retail sales 
declined by seasonally adjusted annual rate of $2.1 billion. 


Consumer instalment credit behavior has also been spotty throughout 
1961. Concurrently, however, personal income has increased in seven 
of the first ten months. October increase amounted to $3.9 billion at 
seasonally adjusted annual rate. 


Consumer attitude is more optimistic and forecasts indicate their spend- 
ing may push December totals 5% higher than last year’s. Paper-men 
have felt emboldened to raise prices by 10 to 14%. Economists con- 
sider paper a prime barometer of the economic weather. Construction 
is expected to be $60 billion in 1962—4% better than 1961 which has 
been good. 


Plant and equipment spending by business may reach $35.9 billion annual 
rate during 4th quarter 1961. 
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CONSUMER CREDIT 


Consumer instalment credit outstanding at end September totaled $54.9 
billion. Instalment credit amounted to $42.6 billion, consisting of $17.2 
billion in automobile paper, $10.7 billion in other consumer goods 
paper, $11.7 billion in personal loans and $3.0 billion in repair and 
modernization loans. Non-instalment credit totaled $12.3 billion. 


Consumer instalment credit outstanding declined $75 million seasonally 
adjusted in September after increasing slightly in August. For 3rd 
quarter as a whole, instalment credit declined $123 million, compared 
with little change in 2nd quarter. 


Automobile credit outstanding declined $135 million on a seasonally ad- 
justed basis in September, in tenth consecutive monthly contraction and 
largest since April. Consumer demand for autos apparently rose in 
September and inventories declined, but strikes at auto plants delayed 
delivery of new cars resulting in delay in car purchases. 


Other consumer goods paper declined $32 million seasonally adjusted in 
September compared with modest increases in each of four preceding 
months. 


Personal loans outstanding increased $90 million seasonally adjusted in 
September, slightly more than in August, but $40 million more than 
average for first seven months of 1961. 


Repair and modernization loans increased only $2 million seasonally ad- 
justed in September. 


Non-instalment credit increased $41 million seasonally adjusted in Sep- 
tember. A rise in single payment loans and in service credit more than 
offset a decline in charge accounts. 


Total consumer credit dropped $34 million seasonally adjusted in Sep- 
tember. 


CONSUMER BALANCE SHEET 


Asset and debt position of American consumer as of June 30, 1961, 
showed 21.5 to 1 asset-to-debt ratio of all assets and debts excluding 
those involving home ownership where ratio was 3.0 to 1. Ratio of 
all assets to all debts was 8.3 to 1. Owner's equity stood at 87.9% of 
consumer assets on June 30, 1961. 


Current assets were at $971 billion, with $184 billion in currency and 
demand deposits, $71 billion in savings shares, $226 billion in insurance 
and pensions, $100 billion in government securities and $390 billion 
in corporate and other securities. 


Fixed assets include $412 billion in home ownership and $211 billion 
as value of durable goods for a total of $623 billion. (Note: Value 
of consumer-held durable goods is total consumer durable purchases 
July 1951 through June 30, 1961, depreciated 10% annually.) 


Total consumer assets as of June 30, 1961 were at $1,594 billion. 


Current liabilities stood at $55 billion, with fixed liabilities of mort- 
gage debt of $138 billion to bring total liabilities to $193 billion. 


Net worth of American consumer—total assets minus liabilities—is thus 


$1,401 billion. 
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